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INTRODUCTION 

The state of affairs in Asia , as in the rest of the 

world, is one of fh.i..x, of alic;nment and reallgnmont , of d:'Lplo -

matic maneuvers which include th~ use of perfidy , bribery , ruse , 

and double-crossing . The unco1,.,tainties of tho situation are 

increased by the general loss of f 2.i th in tho p l edzcd rmrd , by 

the breakdown of ideolo:ical barriers , by a sudden realization 

that the entire world falls in tho range of dictatorial plans 

and dreams , and by the extraordinary effectiveness with which 

aggress or states have tbned and coordina ted their moves . Indeed , 

wo undorostimato Japan , Germany , I taly and Russia , if vrn continue 

to rato thoir policies as mere l y opportunist; they havo "planned" 

their opportunism to such an extent t hat the ir loaders must be 

croditod with a diabolically clever insi3ht and forosigh.t far · 

surpassing more expediency. This is not, historically speaking , 

a novel condition of international affairs; it is for many of 

u s , horrovor ., a n ow era , for the chief lesson of history seems to 

be that wo do not learn from history. Many int e lligent pooplo 

have kopt their idealism intact by ignoring tho his torical setting 

of our contemporary "crisos 11 ; if you don?t like a man ' s the ories 

you shut him up by hurling a llnov1 ora 11 at him. Tho Gr-oaks had 

a b e ttor wa:r of saying this: 11 It is a d.iscaso of tho soul t o be 

in love with i :apossiblo thingso 11 Evon tho stoutest idealists 

have learned in rocont years, however, a lesson which is on-
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phasized at every turn of human development: !/Right, as the 

world 300s, is in question only betwe en equals in povor , while 

tho strong do what they can and the woak suff or· what they must., 11 

We can give our contemporaries crodi t only for tho present crop 

of violent reminders. 

And yet tho world does scorn to havo sunk to a now low in 

international morality, producing a confusion of outlook so groa t 

that no man can safely mako predictions bas od on reason and 

sanity . It ls embarrassing for tho many so-call e d 11 oxp ortsi1 , 

for tho more one studies tho complexities of a situation, such 

as that in Asia , tho more one hesitates to predict tho outc ome . 

Although J apanese policy has remained , until now., relatively 

consistent and clear , tho rocont shift in position of Russia and 

Germany takes Japan ' s policy out of ov on Japanese hands and 

still more out of non-Japan ese hcads o Thor oforc , I am limiting 

myself hore to a study of v'.rha t rn know, or bolievo to bo truo 

so f a r , of Japan ' s op erations in China; on tho basis of those 

facts perhaps vvc may mako a cautious 3uess or tvro as to tho out ­

como o Cotto.inly, thoro is moro reason, on hist orica l and psy­

chological grounds , to expect consistency fr om Japan than from 

most p ow-Jrs . Japan is at wc.r and can turn back only vJith c_;roat 

difficulty; her loaders have hold t enaciously to a p olicy of 

expansion in China for half a c entury; sho has huge economic 

and stratoGic stakes on tho continent of Asia; as a people tho 

Japane se o.ro quick to turn a friend into an enemy , but slow to 
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forgive and forget their griovnnces o They will,I think, be s low to 

placc..te Russia , to .~et out of Cl-1ina , 2.nd to abandon the hopo 

and plan of ho~omony in Asia, for their viows on those ~attors 

arc doop- rootod , of loni standing , partially r 00.lizod at ~rent 

sacrifice; t~oir policios arc rnDtivo.tod by int e rnal condit ions 

which aro sorions and they are oxecut od by men who o.rc loss 

floxiblo in t~oir outl ook than a fo.natical dictutoro 

I . ~OT IVATING FORCES 

For scvo:.eci.l yoo.r·s , horc .__ nd olsowhoro , I ll.avo s ou_sht to 

omyhasizo tho po:i....~unont undorlyinc; urges \Yhich motivo.to Japo. ­

nos o oxpans ion plans o Lot r.10 quo to a fon vrnrds in su.111Jr~r11...~_r of 

whc.t I boliovo to bo the fundrni10n tal situcction o 

It is porhups too widely bolicvod abroad that 
tho army 's hold on Jo.pan is pur ely o. rn1 t t or of mo.chino 
gunso This . is only po.rt of tho picture , just as tho 
ropr os sivo o.spocts of European dict~torships do not 
fully o.ccount for thoir nuintcn.unc o of powo1... o Tho 
soizuro · of Manchuria in 1931 (and tho present war is 
only tho inovitablo soquol to this soiiuro) was Japan ' s 
equivalent of a Bol shevik or Fo.scist revolution . It 
is no o..ccidontal coincidence tho.t this forward thrust 
on tho continent, with tho unilatcro.1 renunciat ion of 
tho self - denying provisions of tho Nino Power Treaty , 
occurred o. t a time v1hon Jo.pan vs economy wo.s o. t [.n ex­
tr eme l y low obb, when un0mployn10n t c.r:wng manual o.nd 

· v1hito -collar workers vms v1idospread, when tho f armors 
wor e crushed b cneo. th tho double loo.d of f2.llinc; prices 
and mount ins dobts . Tho Army showed a 1,10.:r out of 
dopross iono To tho discourQ3od grQduato engineer 
uno.blo t o fitid employment Li Jo.pcm it offorod tho pros ­
pect of supc:evisin:3 railwo.y construction in tio.nchukuo o 
To the y ouns farmor, chc..f ing in his villo.Go with too 
mo.ny people for th.J availo.blo lo.nd, it held out tho 
possibility of scttlomont in the fertil e vo.llo~s of 
Nortb.01 ...:1 l.'~o.nchuria o To the industr:1.ci.lis ;_, , big or sman, 
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worried by loss of orders , it sug3os t od tho vista 
of rich ncv1 markets open primarily for Jo.po.nose g oods o 

To tho people as a vrhol o , dis tract od ui th cisturbing 
now ideas , and habits , it proposed o. combination of 
old- fo.shionod no. tionc.lis t faith v1i th no•::-fashionod 
e conomicso 

11 Japan at War 11 - Wm . Henry Chamb erlin - FOREIGN 
AFFAIRS April, 1939 . 

So:mc oi8hty p0r c ont of Japan ' s o. r-my c omos .from rurc.l ar eas , 

1.\'11.~T aro th,se Eon apt to fo.vor a polic·:r of nctivo ag3yossion 

nnd ro I.. ocei vo sup:)ort from J apnn' s f£'.I'rnor r,10.ss cs? It is enough 

to quote a f en f13urcs: 

Tho outstanding naturo. l fo.ctor tha t ho.s zivcn 
rise to Japan ' s a ~ri cultural crisis is tho scarcity

.;:::.Q:::....:____ ~ _, -~ -------- - ·----

of lnnd fit for cultivution o Loss thnn 15 , 000 , 000 
acres , or not quit e 16 per c ont of her total aren , 
nre under crops o Despi te tho efforts of tho lo.st 
fifty years , tho aroc under cultiva tion has increased 
by only about 25 por cont whilo tho populatiom 
ho.s p1"actically- doublcd o At pres ent thoro is onl-y 
a amall amount of 1mdov clopod land suitable for 
a:;ricul tur·al production~ ::.1.owovor ho.rd tho farmers 
mny try they co.nnot approcinbly increase tho cul ~ 
tivntod ncroago . 

nAgro.r iam Unrest in Japan," - Wo Ladojinsky 
FOREIGN AF1:i1A IRS ,Januo.ry 1939 

In general tho minimu111 l"onto.l for· a ono-crop 
•field is ab out 55 per cont of tho crop , o.nd for n 
two - crop fie ld , 60 per cant o Tho pl ight of tho tenant 
is ag3ravatod by tho fact th~t tho ln.ndlord's only ro ­
sponsibilit:r is , 3onorally s:;_Jouking, to suppl~" tho 
land nnd p27 tho land to.x; nl l oxpondituros connected 
wi th raising tho crop , such as outlays for equipmont , 
tho a ll-important f ortilizor, fnrm buildin6 s and numer­
ous other items , I1Iu.st bo covered b~- tho tenant , vdth 
l"osult that vory often his n e t share on101mts to not 
moro t han a third of tho ctop. 

11 A6rurian Unrest in Jn.pan 11 ... W Lado j in.skyo 

P.OREIGN AFFAIRS Jcmunry 1939 . 
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Ac cording to an investigation made by the I ri perial 
A~ricultural Society in 1934., on an annual income of 
300 yen a farmer paid 35 per cent in t axes, a merchant 
12J per cent, and a manufacturer onl:r-I]~~-6~er cent o 
These fi3ures reveal the extent to whi ch Japan vs 
stricken agricultural ec onomy is discriminated a;ai!lst 
in favor of her prospero""J.s and expandin2 industry and 
tradeo 

Estimates of tho total farm debt var~, but i t is 
:enerally conceded that in 1936 it amounted to n ot 
less than s i.x billion yen , over 1000 yen per householcL 
Wors e still , intorost rat es are usurious , seven por 
cent being the oxc o~t ion rather than tho ruleo 

i'A:=r.rarian Unrest i n Japani1 - WO Lad.oj insky . ?OREIGN 
AFFAIRS January 1939 . 

II. THE OBJEC11IVES 

Tho ultiliiat e s.iE1 of J apanese expansion is clm·Jy to achieve 

politica l and economic domination over tho Norld's leading 

undeveloped market ., to tap its raw ma te1'"'lals, to organize it as 

a strato.:::;i c buffor a,:ainst Soviet i nfluor:i_co, and to eliminate 

Weste rn influenco·in Aiia . To J a9an such he3emony offers potdn ­

ti&l e con omic and , oli t ical self-sufficionc~ in p ea c e and war o 

Such is tho dream of all a:~rossive p owers in all u:os, for it 

is tho ~J.istory of inpcrio.lismo It is futil e but r00.l ., doomed to 

f ail but bound to bo triocL 

"i ifll.at al"'O t he Y:lilit o.ry plo..ns, t ho ir,_rno diat o :-military objec ­

tives ? Again I S1ll1L:arizo h:r a quotation~ 

In r ovi ewin: tho course of hostilities ~o find 
difficult~r in d i s c ern.in~·: o.nv cl oo.i,.. - cut p l an of the 
Jan. ancs0 . u Tho~ s eem to-hav~ ~ursuod a Dolic~ of ox-

- - .J.. J; V 

~odicncy., with each new expedient involvin: greater 
effort and ::r oo. t o~c> r-isl-L At tho start , thoir ob joc -
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tivo soomod limited to tho occu]ation of North China o 
Thon they attacked Shun3hai and tho Yanc t so vo. lloy o 
Now they aro involved a lon: tho entire China cost and 
far into tho interior , and tho s oiz1_:i_ro of IIainan and 
the SprQtly Islands extends their operations beyond 
Chines e wators o They started to con que r a small ,art 
of Chinao They arc now con~it tod to socurinz tho dom­
ination of East ern .1\sia o 

Tho Chines e have had a 3r oa t deal to do with 
brin~in~ this about. Thov have lon~ boon awaro of 
Japo.n' s overweening embi t i on etnd. tho::,r hetvo cons ciously 
sou'"'·ht to l oad her bo-rrond he r do-o th . An cxa·nino.tion 
of tho r e cord of e vents will sho~ that Chiang Kai - Sb.ck 
has had a consist ent plan . Much of it was d evolo_pod 
locicall~ under tho ~r os sure of events. 

I n a nutshell , tho Chinos o purpose has been to 
r esist d osporutol~ , and while so doing, to extend as 
widely as poss:i.bl ,:; tho tLoutro of ope r a tions; to 
make Japanis progress as cost l~ as possible; to with­
h old fron her the fruit s of victory o.nd to sock for ­
ei~;n help for a hoped- for count eroffonf.i:l vo o 

In its militarv asnoct s the Chinoso action fa lls 
into t hree ,hases: 11) bhe defensiv e , until tho J o.p ­
o.nos e wo ro complotoly extended ; (2) a period of ..;uoril­
la fi<S1-1.tin3 to keep tho invo.c1o:rs occup ied while re ­
orr;anizin~ the main forces; (3) the counteroffensive .­
Tho strut32lo is now in the second :phasoo 

11 Tho Stro. to0y of Chianc; Eo.. i-Shok 11 - 1,"fa l t or IL Mallory 
FOREIGN AFFAIRS July 1939 0 
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III o U1JPORESEEN OBSTRUCTIONS 

Is the war proceeding according to plan? Clearly Japan has 

run into sever al unforeseen obstructions . Firs t, the Japanese 

did not anticipate a European war which might shut them off from 

es s ential war supplies , for -

The United States and the British, J?rench and 
Dutch empires, each with very vital interests in the 
Far East , provide J~pan with more than 85% of her es ­
sential war supplies , while the Axis group - compris ­
ing Germany and Italy as well as Austria and Czecho ­
slovakia ~ supplied Japan with only 8 . 64% of such 
materials in 1938 0 

Socond , they did not expect the United Statos to take steps 

to cut off its significant contribution to the \ar , for Japan has 

boen g etting 56% of its essontial war matorials ( especially scrap 

iron and oil) from us, and we aro Japan's bigges t foreign cus ­

tomer. Our threatened abrogation of our commercial troa ty with 

J apan is for Japan an e vil omon . 

Third , the mflitary leaders did not expect that powerful 

groups in Japan would join together to prevent a closer coopera ­

tion with the Axis pouors . 

It i s generally believed in Tokyo t ha t tl10 Foreign 
Office and big business finally joined tho navy side in 
the dispute, and so turned t he scales against having Japan 
join t ho German - Italian military·allianco . The army bo ­
liovos in for c e , and force alone, but exports in forei gn 
affairs and Japanese bankers and industrialists rea lizo 
that Japan cannot p rospo r without ovontual credit, and can 
nevor carry out oven half hGr ambitious progr am on the 
Asiatic mainland without f oreign loan.so Hi tler o..nd nusso ­
lini havo no money to loan o Economic forc es no.y y e t en­
force D. poo. c e o But it is not yot in sight . 
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This decision was reached only after a prolonged 
and bitt0r strug3le which almost wrecked tho cabinet . 
The arm· loa.ders and the jingoist youngor-officor group 
were insistent upon reinforcing tho much- vaunted Anti ­
Comintcrn Pact by joining the alliance , but the navy 
could see no t hing but disadvantages and possible disaster 
by being pledged to f ight Britain at Singapore in case 
Hitler and Mu ssolini become invo l ved in a war with tho 
Europoan democracies . With t~o Amer ican ~Tavy in tho Pac ific , 
tho admirals pointed out ; Japan would be joopardizin(, her 
very oxistonco by such a comm_i tmont . 

Fourth , Japan ' s military leaders did not foresoo , tho 

Hit lor~Stalin rapprochement w~ich , while it has produc ed a wol ­

cor.io truce in Sovie t - Japanese· bordor -rmrfaro , ne;vertholoss under­

mines Arny influonco by loss of faco and str1..;ngthons groups which 

hav e advocated less franzy in planned attacks on We ster n inter­

ests in China - Tho stop- gap truco with Russia is wo l c omo for 

t ho no~ont but it galls many J apanese b ec a us e it was more or loss 

forced on them. 

Unr'o r present conc~I tions it i s diff i cult to imagine 
uny Soviut·- Japanc se doal of o. · l c_st:lng no:turo . To use tho 
words of Baron Kimnochi Okuro. , one of Jo_po..n 7 s out standing 
authorities on Russo - J o.pc..n0 s0 rolo.tions , "Jo.po.n ' s objectiv e -
L~sting ponc e in tho Orient - o.nd tho Sov i e t Union ' s objoc­
tivo - world sovictizntion - a r c ~nd alwc..ys will be o.bso ­
lutoly incor1pc.tiblo u1.CL it is idle to discuss future ro l a ­
tlons bctv10on t l1. ·0 t vro countri e s vd thout bee.ring in mind 
rc..dico.l differenc es in tholr bo.sic no. tionc..l po licies 11 

o 

Finally , it soons noTI th~t Jc.pnn0se l oc.dors believed that , 

by ho.rro.ssing and throQ toning British interests in China , they 

could secure British c.id in consolida t ing Jo.po.nose economic 

dom-tnn tion, pc. .r ticulc.rly in cur-roncy nc~ ttors, o.nd o.lso cxpoc t 

Dritnin t o c.ct c-_ s c.. upcc.co 11 r.:.o.k ~:;r in co orcing C!:lina into o. truce 

o.ftoP it buc 2-.m0 nppo.r 0nt t:ho. t the Jc_pc_ncso o.rmics HOY'O stymied. 
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Clearly Japan had reason this · summer to be worri e d - deser t­

ed by Germany , hindered by Britain , trireatened with a trade war 

by the United States , fighting extensively wl th Russia in tiongo ­

lia , latent tensio~ with France , and a major conflict with China -

she rms out on the end of a rotten limb . 

IVo TH~ COST 

Probably the cost in men, money , and materials of t h e war in 

Ch ina has surprised and worried Japan ' s leaders more than any 

other fact . The ostimatos arc worth citing becaus e they givo 

some clue also as to 11.ow long Japan can carry on . 

A . r!I en -. By August 1939 , tTapan had 1 , 200 , 000 mon mobilized 

on th0 c ontinent; sho had suffered at least ?00 , 000 c a sualties , 

including 2-50 , 000 dead. 

How seriously tho army hoads l"egard t:'lG situation is 
shown by t h o amend ed Conscription Law , which was quietly 
passed through tho Diot in I.larch. Unclor t ho old law , , Japan vs 
standing army wo..s f:i.x.ed at a poacotimo maxim.m of 250 , 000 
mon; whilo tho nov1 law makos t ho pormanont' poacetimo force 
800 , 000 mon , and raises tho rosorvo from 3 , 000,000 to 
6 , 000,000 . 

Ordinnrily , about 650,000 young non come up for army 
examinations ovory year . About 400,000 hav e hitherto been 
founq. fi t for military sorvice or two ·yoars of compuls ory 
training . Those 400 , 000 ; in tho past , have boon divided 
into Class 1 and Class 2 , a ccording to ability, and lots 
TToro then drcwn for tho 125 , 000 conscr ipted from Class 1 
00. c h year . 

IIoroaftor , honovor , t ho ontiro 400 , 000 physically fit 
will go into t ho o.rmy every year . And tl:1.is number wil l prob­
ably bo increased , for tho amended lau has rolnxod roquiro ­
monts as to hois ht and eyesight . 
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On t h e other hand , 

However g reat the slaughter, ChiLa never needs to 
worry a.bout man power . In round n umbers t h e nation has mobi1-
ized 4 , 500 , 000 men , including the present combat force of 
2,000 , 000 , a trained·reserve of 700 , 000, a partisan force 
of 500 , 000 and 1 , 500 , 000 casualties. If China should mobil ­
ize the same proportion of men that the United ·Statos did 
in the World Viar , she would havo an army of 15 , 000 , 000 . 
If she equaled the Gorman proportion , s~ e·would havo the 
biggest field force in world history - 40 , 000 , 000 men . 
Any Japanese soldier who lives to d io of old a g e will still 
find Chinese coolies in tho opposit e trenches . 

B. Monov and i:a torials . This war will havo cost Japan in 

March , 1940, 12½ b i llion yen , or about 3½ million do l lars daily . 

Some nine ty por c ont of t h is money has been rai ed by bond issues 

a n d l o s s t ~an ten p e rcent by inc r eased taxation . The national 

d obt, t h eref ore , rog istors t h e measure o f J apan ' s financial 

stre s s a nd strain o 

Tho no.t i onal d ebt on t h o ov o of t h o t~u kdon irincidontu 
n a s about six billi on yono Dy Sep t emb e r 1936 it ho.d reached 
t on billion . · Tho figure of s ixt oon billions vms pas sed in 
Doc cmb or 1938 , and a d ob t o f ov0 r twent y b il l i on s may bo 
a ~ tic ipat od , on the b a sis of p ro s p octivo appro~r ia tions, 
b ofor o t he ond o f t h o f i sc a l ycc. r en d ing Ap r i l 1 940. 

A p or ten t of d ifficulty i s t h o f c.ct t h s t t h o Ban k of J o.pan 

fo. ilod t h i s yoo. r to dis pos o of 15 po r c ont of its bond purcha ses 

(5, 56 2 mi ll i on y en) a n d t his r ot uinod sur 9 l us is u seful to t h o 

Do.n:r onl y f or t ho issue of c u rr enc y - o. t enp t in0 bog innin 0 for 

inflo.tion o I n f uct tho c u rrency p r inted i1 1 938 wo. s d oubl e t h o.t 

in 1936 , whe r oas indus tria l p roduc tion r e~o.ino d ~oc.rly sto. t ionary 

c.nd c..gr i c u lturo. l p r ocl"'s.1-ct i on o.ctuo.lly docl i n od b oc o..use of loss of 

n an power . Tho s o infl a t i ona r y movos nr o r efl e c ted in ris i ng prico 

l uv els (30 perc e nt sinc e J\.ug us t 1937) [}_ n d higher cost of l i ving 
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(1 4 . 4 per cent advance) . But these are not as yet serious re­

sults , for wages have advanced nearly as much as living costs 

and near·ly a l l productive units save export lines and a g r i culture 

are enjoying a war boom. Monopoly concerns li-ke munitions makers 

are currently enjoying 20 per cent p rof i ts and paying ten per 

cent dividends . 

Japan's international economic pos i t ion also has steadily 

deter i orated . Her export trade to Europe, Ameri ca and Afri ca 

has dropped t h irty per cent below that of 1936 and has thus de ­

prived hor of foreign exchange badly needed to purchase essential 

war supplies abro ad . In this connection J apan sta rted the war 

in a weak p os ition . Her sta rtling trade boom of 1 932- 36 did not 

resu lt in an accu111ulation o f g old or foreign exchange , for t hese 

wore used up by re - armament and c apital investment i n J.fanchuria , 

which drained of f some 400 mi llion yon a yoar . True , Japan has 

como clos o ov en this y ear to a balance in her impor t and export 

figures, but tho.tis only b y v i rtue of including hor trade with 

tho so - c a lled Yon- bloc (China and Manchuria) which is in non­

convertible currenc y . The r e sult is that Japan has boon com­

pelled , sinc e t~e beginning of 1937 , to export l a r g o amounts of 

specie and bul lion - 892 million yon in 1937 634 milli o:i.1 in 

1938 - 660 million in 1939 (Es tima ted ) . She began the war with 

2 , 250 million yon in go l d stocks; it is n ow reduced to loss than 

500 mi llion yon . 

l.Io reovor, forei gn exchange sup:plios are being cut d own by a 

steady doc lino in shipping revenue (dropped 46 porc ont in 1 938 
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over 1936;) in January 1936 Japan had 900 , 000 tons of foreign 

shipping under charter, while 1 , 700 , 000 tons of her own revenue ­

producing shipping were being used by the military in the China 

war . Also tourist income has dropped by 55 per · cent since the 

war started. 

To offset these losses Japan has taken these steps: 

1. Drastically reduced imports , automatically limiting 

exports and causing a shortage even of some war materials. 

2 . Liquidated her foreign investment assetso 

3 . Arranged for compulsory collection of all privately 

owned gold and silver articles excopt pon points and 

gold teeth. 

4 . Rigid currenc~ , exchange, and custon s control in occu­

pied China, including an attenpt to confiscate specie 

and bullion in foreign banks - t he outstanding issue 

with t ~e Tiritish in Tientsin . 

5 . Rosalo of L1ports from China, incl1 1-ding a ,;rcat doal of 

loot. 

It is generally agre ed tha t at b0st t hosJ oxpodionts vill 

c arry hor ·through 19-10 if t ho war is no t onlar.:;od - hence Japan ' s 

desire to avoid involvomont h1 ~uropo or an hirr,100.iato shovr- down 

with Russia . 1rhGro o.re somo economic experts w~io believe that 

any p rolonged shutting off of her tr0-do Yvith tho Unite;d States 

or Groat 3ritain woule bo suffici ent to topple Jo.panYs e conomic 

structure . At th0 sc_nc time a r ealis tic student on tho spot has 

c;_oc J_ o.r od ~ 
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The chances are that Japan will not ex)erience 
shiTiwreck because of its lavish issue of war loans o 
The experiences of the Soviet Union, of Ger many and 
Italy, show that a system of ri,301'lous state control 
over economic life makes 9racticable more floutin..--: of 
the laws of normal finance than ortho.d.ox economis ts 
have re~arded as nossible . I f the weirht of the debt 
becomes,..,.too crushln::, a 2overnment arri1~d with wartime 
dictatorial 9owers could reduce it b7 drastic devalua ­
tion of the currency. (W. H. Chamberlin , FOREIG:r AP~.KIRS, 
April, 1939) . 

Co The Riskso In addition to thes e unprecedented ex-·--
Jenditures of men , money and material for stalrns as :ret 1.:L.vide ­

fined and uncertai h , Ja9an ' s ex9ansionist ,olicy is incurrin~ 

:reat risks and i ncroasin_:l:r ex:;osinJ her deficiencies . 

The conflict of China has demonstrat ed the 
strensth and the weakness of Japan's war economy o 
Its stren[ith is self - sufficiency in food o Poroi~-:n-
ers in Ja:9an may miss luxuries and cornfort o , but the 
Jayanese masses are not likely to f ee l any pinch of 
hun,:er so lon2: as soa communicati ons with nearby Korea , 
r.:anchukuo and Formosa are riiaintainod . Its vvealrness is 
a com_:J let o lac~r of s e veral important ma to rials and a 
serious short a._:o of" others. This vrna.kness makes Japan 
theoretically vulnerabl e to sanctions . A conc erted 

. wi thholdin: of such .rn~7 coniG odities as oil , scrap- iron, 
co:_J9er , l ead , nickel and rubber would not yield imme ­
diate results because the military and naval authorities 
have laid in stocks of such vit a l suu~lies . But a nro­
lon.:::ed blockade would caus e 2reat ind.~1Strial disloc;tion 
and mi:ht finally brin: the continental adventure to 
an unsuccessful end. 

This view is .=oncrall;,T held, but it rn.rnt be :'.! Oint od out 

thut tho figures commonly quoted to show the oxtont of foreic;n 

aid to Japan b:r s alo of vrnr ma t orials r efor to porc onta3e of 

imports., not of tot2.ls used by Ja:pano In fact , Ja.9an is sulf ­

sufficiont not onl:r in food ., but also in :muniti ons , implements of 
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war ., most 11 ho nvy 11 chomicals ( n itrates, sulpha tes, soda ash). 

Sub s ti tutos, ox_JandiE_:: sources in Iinnchuria ., r orth China and 

oth or overs eas ~ossossions , donostic store s - all have incre ased 

h oi.. SU:C-)~Jlios , a ctual and pot ential , to a point wh ci-1 0 there is 

i n cr1 02. sing s kepticism about the ef.fo ctivenoss of any ombar,:o ., 

bo~cott or other ec onomi c sanctional a ction a3ainst Japan o 

Wo rmst rmn.omber that t}-10 _p r o snurc of tho wa.1,., £md the v or>;/ 

t~1rcat of sanctions havo induced J apo..n t o oxpand h or r e sources . 

For oxa:r;1plo: Japan no v sup·.!lios two - t J:1irds of hor own scrap 

iron - an or.1b a r1~0 on its ex~ort fro m the Unit e d St c. t os would 

morol;_r for ce Ja:pan to turn for t~_1.o ot;-1c r t ~.. ird to o. lar2:or us e 

of ;) i~-iron in o:9·n hoo.r th producti on . Amon~_; absoJ.utol~r oss on ­

tio. l ym:;_--. SU)plios o i l s oor.-~s t o b o tho only one cro;· t ins a last ­

in,'.':': probl em, for ,Japan produces 8. "G homo loss tho.n t on :'J orcont 

of her - total consw111tion of 3 . 3 Inillion tons . P i vo p c 1"' c ont 

cori o s fror:1 Russian So.ldmlin , tho I'c st from Iiroxico , Vonc zuola ., 

t~10 Uni tod Stnt cs c.nd tho Dutch Indies . But o v en hero there is 

o. ·Ern.rn in7. - it is r o:portod that hi c;h oct o.no :.:n s is b oin: ir,ado 

YJ:1. t h Gm·n;m oquiymcnt b:r a hydro:_:cnation ]roc oss . 

1.Vi th r o:ar d to the unof fici c.. l conswnc.:.,., boycott in tho United 

St2.tos of J a:y:1n cs,__, =ooc1s , it is os ti ,10..tu1 tho..t fa90.n ].ms lo s t 

t l"'_c r cb:r 2.b out t hirt~r million dollc.rs in c.1 1 t o (LLtc . 
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V. THE PROF I TS 

If Jn:90.n' s pr i mo..ry purpose in o.tL... c!:::5.n: Chino. is to s,; curo 

mo.rkots ano_ mo.tcr io.ls sufficient to industri2lizo at homo and 

thereby a lloviQ t e her J opul at ion ,robl om, a ? roper r ealis t ic 

moo.sure of tho war's success li us in bo.lnncins her oxJondi t~r cs 

a~ainst ~or ~rofits , actual and pot ential . The Jrofit col um1 

as of Jul:r 1939 is as follovrn: 

Raw ifaterials . Ja~an is one hundred ~er cent de~enden t 

on fo:eeic,;n sources for cotton and that ite:.-11 is , ne~=t to si lk , the 

most i m~)ortant basis of her ex.9ort trade o I n 1 93 6 her cotton 

imports totaled four and one- half million bales , 850 million ~ren. 

I n 1936 China 9 roduced four B1illion bal es , all of coar se Quality, 

96 per cent of it used and usable only by Chines e mills . All of 

China ' s cot t on fields are now in Japanes e lines , but the : uorillas 

have induc ed farmers to reduce production by seventy per c ent . 

In any cas e , China can hardly increase product ion by mbre than 

twent:r per c ent above the 1936 f i:;ures . Evon if Ja}_)an takes 

and exploits China she will still have to ,; t p ort three - quarters 

of h;Jr cot t on . 

Japan imports ninety- nine poi, cont of llo r wool from abroad . 

In 1936 she imp ort ed 250 mi llion pounds, 200 million yon . The 

total production of Horth China and Inner I.:on_:ol ia in 1936 wo.s 

35 million p ounds , fourt een po r cent of Ja9an 7 s n eeds . In 1937 

Japan bou3ht all of this a t a price forced be low the marke t , s o 
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in 1938 the growers refused to sell t o the Japanese monoply , 

which ~ot only one third of the production. 

I n 1936 Japan imported six mill i on t ons of iron (all kinds ), 

1 88 million yeno Thi s included near l ? all of China's out?ut of 

one and one - third million tons o At best China can s1-1.pply t wenty 

per~ ce n t of Japan' s 2_nnual needs , which are no·1N u_p to t en liJ.illion 

tonso 

The point to be emphasized with r e3ard to these and similar 

ravnma terials is that Japan had full access bef or e the war to such 

of China' s r es ourc e s as s he ne e d e do The war has reduc ed Japan's 

share and h a s permanent l y endangered producti on. 

c ent of the China marl~et; in 1 93 8 she controll ed forty - six 9 er 

c ent of all China and sixty- five per cont of the Ja?aneso-con­

quered areas in China . In the ~ame ~Je riod tho same ,eriod the 

United States trade in China dr opped fi fty-two per c ent; Britain's 

share dropped forty-six p er cent; and Ge r many ' s thirty- fiv e per 

cent. Jap an I s treb e led share was cl oe.r l y duo t o her imp os ~~ t ion of 

her own paper .money in -orth China ( a curre ncy convertibl e only in~ 

to :ren ), control o.frailroads , ovas ion of Customs , and e st , b lishment 

of ri1on opolies o Her enlar3 ed shar e is impressiv e , but it must be 

r emenfuered that t ho market i n China has been cut in two by war 

d amage , re fugee status of mill i onsj fli3ht of capita l, etce 

Superficially , J-a.9an has made some not )rofit, but i t is small 

as compar ed with the cost of war; it i s larsol:r in pa2_Jer not 
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convert ible into needed f o rei3n exchan~e ; and it is insicnifi ­

co.nt as compared with the billions of yon ne e d od to r1 estorc tho 

market to its pro- war status·. 

Co Pl undo1--i . An unknown but huso quo..ntity of loot hns been 

:o.rnorod by Japan in Chino. . Chinese factories , power plants , 

scrap iron, nurc otic s profit , sque eze money, have added to tho 

total , but all of it is certainly a small fraction of t~e WQr 

cost . 

W:tJ.ile o. small t cmporo.r:r not prof i t rimy have been 0o.inGd by 

J o.pan in hor control of China 1 s 1110.rkct , it is probable that 

profitQ suffic i ent to r oli ovo tho economic strnin at h ome ho.vo 

not bo on re a liz ed . Jo..po.nese loaders have y et to tap tho re al 

w00.lth of Chino.; tho creation of new Japo.nos0 curren cy ( tho 

Fodor~ted Reserve Ban~ notes) is d esigned to d o this . 

This new paper money is boinG issued in l o.rge 
q_uantitios for the purpose of mobili z inc; Chinese v-roo.l t h 
to carry on Jo.po.n ' s war . Also , o. now Chinese currency 
linked to the y on under o. riiid control system uould aid 
in diverting Chinese trade to Jo.pan o.nG to Jo.po.nos e t~aders 
o.n6 in appropriating for Jo.pun tho excho.n20 of Chinese 
exports to third c ountries . Ago..1:n , the c icplo.comont of tl10 
old yuan in the occu;,iod aroo.s nould dos troy o.n ir.1port c..nt 
psychologico.l link b c t,7oen the Chines e National Govern:rnont 
o.nd its people . 

Such controls , hovrnvor , must ext end to tr.:<) entil--i o 
bunking system in order to bo off ective a I nclusiveness 
is ossentio. l , o.nd th:ts moans e S:p ccic.llJ such business 
centers as Sho.nghui, Tionts in, and 3nnkow . 

'11he futur e of Japan ' s 11Fedorc. tod Ros orve ::Jo..nklf 
currency in North China is o..s unc orto..in o..s its present 
condition is pitiabl e . FaR aB o not es aro being r ofusod 
by everybody nho is out of r o::.:. ch of Jo..panos o p~T;:rsico.l 
coercion a -✓-vhoevcr h o.s to accept thom, hovrcvor , spends 
o.nd passes them on 2s qui ckly o..s ho possibly can , thereby 
incroo..sin0 the v olocit,~ of their enforced circulation 
o..nd drivin6 up prices co~1tinuously . Their di3count O..Go..inst 
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Chinoso lega l tender r ose to as nruch us 40% curly i n ~2y, 
inst ead 0f 3iving plac e to tho p r onium of tho.ta.mount which 
uo.s 1 030.lly d ocroodo 

Go St o i n , A:r:ioric o.s , July 1929 . 

VI. T:IE OUTCOME 

So fo.r o.s tho future of Jo.po.n in Ch ina is conc ornod , tho 

sole plausible g onoralizution ono c o.n rnako iD tho.t Japur co.n 

achieve t~-io rnastory of Chino. onl~r by substi tut i ns comp l e t e oconomi c­

domino.tion for r:i ilito.r:/ conques t.. Thut v.rill roqui.ro o. vo.st out ­

l ay of capital , wh ich she docs not ho..vo o.nd is not like l y to 

ho.vo for u long time; h enc e h er constant anxiety concerning h e r 

rolo.tions wi th the Un it ed Stato s , for doop c.oun Lo r l co.dors hope 

( a f ey~·- ovon b elieve) that American co.pito.l v✓ ill eventually add in 

a r es toration of tho Chino. marke t unde r Jo.panusc political con ­

trolo ·.vith this d9ubtle-s s i n mind tho Jo.po.nose Govornmont spent 

02 , 000 , 000 in the Unit ed St a t es last year on prop o.so.nda o Tho 

Ins titut e for Propo.gQnda Anal ysis credits Japan with having tho 

"bic;gcs t , tho most impressive ar._d by f o.. r tho most oxponsivo 11 of 

an:r f oroi.;p propo.6anda mo.chino in tho Unit ed S-f-_c.tos o I ts obj c c -

tivos arc st o. tod to b o to persuade tho Uni.tad St8.tos 11 to keep 

hands off tho vmr , to buy Jo.pa noso ro ods , to i n vest mono:.,. in 

Mo.nchukuo and J apanese domin C1.. tcd China , and n:Jt to build up its 

fl oo to" It io to b e noted tha t t he number of Amorico.ns s:,.-mpo. ­

thizin.:::; with Ch ina increased from forty - seven por c ont to s ov onty-
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four por cent durin~ tho ~ori~d of operation of this machine . 

If Japan wins it roans tho ousting of tho ~cstorners and of 

Wostorn influence from Asio.. . 

If China uins tho so..no result is likol7 to follow in effect , 

al though by a different mothc:,d . China v!ill surol - bo t omp tod to 

free herself from Western economic control . 

I n tho first plo..co , tho so - called i' r r c stigo 11 of 
t ho vrhi to race ., C1. lro c.d7 shnk:r , is non 0 one . It was fi -­
no..lly forfoitod with th o sub1:iissi on in holplessnoss to 
tho irldignitics ~nflictcd on tho British in Tiontsin , 
tho destruction of American and other for e ign proper ­
ties and tho r os tro..i~ts nnd injuries o..11 foreigners ho..vo 
suffered vlithout rcto.lio..tion o Tho old f oL r of W_Qstorn 
:might is gone . I n tho second p lac o , 011.ce C:1ina osco.pes 
this most s erious throat to its independence , it uill 
n e v e r 0..30..in permit its territory to bo interspersed uith 
phy sical denia l s of it s sovor e i 6nty o It hns learned 
in this vmr hov1 such enclaves cc.n be jumpin,:s- off places 
for it s onomics . And , having obsorved :in tl10 past yco.r 
:1orr much t:10 ~~fos torn po1.:c rs ccm and 1:lill endure , C.!.11.no. 
\:ri ll not co:1sidor tho.t :::.. t has to submit o 

Tho c --m c ossions D.nd sottlomcnts ~:1ust bo surre;nclo:c>.Jd_ 
o ,_:-,onor or lo..-cor in an-J CD.so , o.nd tho-:r should be su:t•ronc~:::rod , 
not onl~ in the intor8sts of ChinQ but as n c0ndition of 
poo.ce o As n matter of l03ic t~e Japanese CQn~o t be rofut~d 
uhen tho~... so:;/ tho..t East Asio.. must bo frocd frori1 YJ'os t cr·n en­
croachr1ients v;hich mo.kc it o.. spoils 6 rauricL Dut , the:2 0 is a 
crucial differenc e botueon fro oin0 Ee.st .Asio.. fr (::m1 \Jostc rn 
oncroacl1_monts so that it vli l l D') lon3or be cm intornLtiono..l 
bo.ttlofiold for spoils und frooins it so thc.t it will be tho 
spoils exclusively of Jnpo..n o 

Long rc.nso cons i.dcr:1 t i ons o.ro n -,t n ')U i:r: or6.cr , hovrn v or o 

Fundmncntnl rodyios s of t:10 Fc..r S c~s t is not onl~- imprc...c -
t icc...blo but ir.1p os siblo o.t prosonL ..!ithd::eo.r.ro..l from c on­
cessions now w~uld not b e Qn net of politic~ l ~djustncnt but 
o. rot1'00.t bcforo the Jo.panos c army ' s t ...:r:;c..ts . It -rrnuld 
morel~ be n factor of a3~rc.vo.tion in en already d~n3 o rous 
v10rld situati on in Chino..o A~1.d it 1·:::mld also lesson J o.pcm ' s 
difficul tics in Chine. c..nd bJ- s -=>. _r;mcl1 o.dd t o tho cho.nc o of 
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Jo.po.nose victory, \Ihich would bo the orisino.ting c o.us --J· of 
future int e rno,.tionc_l ombroilrnonts in tho Far Ec_sto So , 
fo.r from forcing the si tuq.tion to decision , tho onl-;,r course 
Wostorn pouvrs can now follow is to postpone decisi on, o.s 
lon0 a.s possibl e . 

Both capitulation o.nd c ~i~roniso o.t the pri c e 0f 
;icooporo.tion11 o.ro rulod out thor cfor o o Tho oi:l:,r ox:Jod.10nt 
f or tho ~ost is postponement . Tho lo~sor decision co.n b o 
put off , tho more nearl~ it can be r oo__ chod on toru s that will 
o.void a wor•ld wc.. r in tho Far Ee.st o..nd contrib11 to to ·o. lo,.st ­
inJ ponce in Chino. a In tho intorvo..l t ho Wost has an ~lly -
tho Chinoso a rmi e s , organized o.nd guorrilln . If tho objoct 
of tho Wost be t o os co.pe tho nocossity · to fight in t ho Fo.r 
Eo..st , o.s manifestly it is ·or should be , thon it cc ..n bo so.id 
tho.. t tho Chineso crmios arc novr fighting in tho co.us o of the 
West o.s well o.s their own . Therefo r e it is sood struto.:;y o.nc. 
political polic:;7 to give o.s mucl1. sup::)Ort to Chino. ns possible 
without provokin~ open clash with Jo.pan . The lon:or tho 
Chinos o o.ro o.blo to mo.into.in r oc•:i.stan co , tho bett or the 
chanc e that Jo.pan will ho.. vo to o.bo.ndon the hope of c onques t 
out of economic wco..knoss . 

Peffer , Asio. , Sept . 1929 
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